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US SEC mandates climate
disclosures
The US Securities and Exchange Commission (SEC) is
focused on protecting investors and creating a
trustworthy market environment. In April 2021, the SEC
released a risk alert following a review of ESG investing. It
identified deficiencies and internal control weaknesses in
ESG
investing.
Instances
of
misleading
and
unsubstantiated ESG claims were noticed. The risk alert
observed that investor demand has led to multiple ESG
reporting approaches and product offerings.

Today, investors
representing literally
tens of trillions of
dollars support climaterelated disclosures
because they recognize
that climate risks can
pose significant
financial risks to
companies, and
investors need reliable
information about
climate risks to make
informed investment
decisions.
Gary Gensler, SEC Chair
M a rc h 2 0 2 2

Briefing Notes | May 2022 | ercevolution.energy

In March 2022, the SEC proposed rule changes to mandate
disclosure of climate related risks and metrics. The
proposed rule, "The Enhancement and Standardization of
Climate-Related Disclosures for Investors," is open for
comment on the Federal Register till 20 May 2022. The
disclosure requirements are based on the Task Force on
Climate-related Financial Disclosures (TCFD) framework
and the GHG Protocol. TCFD was created by the Financial
Stability Board with members from across the G20 and
chaired by Michael Bloomberg. It published a framework
for climate-related financial disclosures in 2017. The core
elements of this framework include governance, strategy,
risk management and metrics and targets. The focus is on
understanding the resilience of an organisation's strategy
in the backdrop of various climate-related scenarios. On
the other hand the GHG Protocol provides the
requirements and guidance for organisations to calculate
and report greenhouse gas emissions covered under the
Kyoto Protocol. It is the most widely used standard for
non-regulatory emissions reporting.
Point of note is that this new rule differs from the route
taken by the IFRS foundation with the formation of the
International Sustainability Standards Board (ISSB). Both
SEC and ISSB have published draft disclosure
requirements which don't totally align. Refer to our
previous briefing notes for information on ISSB.
Under the SEC's new rule, climate-related metrics will
require the same rigour in reporting as the financial
accounting metrics, as early as fiscal year 2023. Climaterelated metrics will be required in financial statements and
will be subject to independent audits. This briefing note
highlights the key aspects of the SEC's new rule and
summarises the disclosure requirements.
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Key US SEC requirements for
climate-related disclosures
We have summarised the points of note from US SEC's rule
entitled "The Enhancement and Standardization of
Climate-Related Disclosures for Investors":
• The proposed rules would apply to both US domestic
as well as foreign private registrants.
• The disclosures need to form part of registration
statements and the annual reports submitted in
accordance with the Securities Exchange Act of
1934.

Proposed SEC
Climate Disclosures
Board and Management
oversight and governance
of climate-related risks
Climate-related risks with
material impact on business
and consolidated financial
statements
Impact of climate-related
risks and events on
strategy, business model
and outlook
Risk Management
processes
Scope 1 and 2 emissions.
Material scope 3 emissions.
Climate-related goals and
transition plan.
Attestation of scope 1 and 2
emissions disclosure
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• The proposed rules would be phased in from fiscal
year 2023 (filed in 2024) starting with "large
accelerated filers". For "accelerated filers" and "nonaccelerated filers", it would be fiscal year 2024. For
smaller reporting companies (SRC), it would be fiscal
year 2025. All registrants will have an additional year
for disclosure of scope 3 metrics.
• The proposed disclosure rules are based on the TCFD
framework and the GHG Protocol.
• The organisational boundary approach has not been
finalised yet. Comments have been invited to
understand any difficulties with aligning emissions
with the rest of the financial statements.
• If offsets or renewable energy credits are used to
achieve any emission targets, then these should be
disclosed.
• There are various analytical tools, such as scenario
analysis, that help ascertain the impact of climate
change on business-as-usual in various climate and
energy transition scenarios. If you produce one for
your business, you are expected to disclose it.
• The Financial statement metrics will include 3 new
climate-related
categories:
financial
impact,
expenditure
and
financial
estimates
and
assumptions.
• Climate-related will form part of the financial
statements and hence need to be included in the
scope of any required audit of financial statements.
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Mar
2021

SEC announces Climate and ESG taskforce and launches consultation
Task Force Objective
Develop initiatives to identify
ESG related misconduct.
Initial focus: identify any
material gaps or
misstatements in issuers’
disclosure of climate risks.

Nov
2021

Public Consultation
To help in assessment of
materiality of climaterelated disclosures, costs
and benefits of various
regulatory approaches to
climate disclosure.

Global ESG landscape
Call for global standardisation
of ESG disclosures ahead of
COP26. TCFD publishes
overview of its remit and
work. As of Mar 2021, it has
2000+ supporters from
around the world - Japan, UK,
USA and France in the lead.

COP 26 held in Glasgow

Global ESG landscape
• IFRS foundation launches ISSB and publishes draft disclosure requirements.
• EU and GRI sign MoU to develop disclosure requirements.
• TCFD: 2600+ supporters, 120+ regulators/ governmental entities, 8 TCFD-aligned official
reporting requirements - Brazil, EU, Hong Kong, Japan, New Zealand, Singapore, Switzerland
and the UK. TCFD requirements updated following consultation.

Mar
2022

SEC proposes rule changes to mandate climate-related disclosures

The SEC publishes proposed rule amendments that would require domestic as well as foreign
registrants to disclosure climate related information. Comment period ends May 2022.
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Further References
SEC: SEC.gov | SEC Response to Climate and ESG Risks and Opportunities
GHG Protocol: Corporate Standard | Greenhouse Gas Protocol (ghgprotocol.org)
ISSB: https://www.ifrs.org/groups/international-sustainability-standards-board
TCFD: Task Force on Climate-Related Financial Disclosures | TCFD) (fsb-tcfd.org)

ERC Evolution Supports Companies Preparing for SEC Disclosure. We have
unique expertise in merging oil and gas Reserves forecasts with Emissions
forecasts to assess impacts on asset value. For our clients outside the
energy sector, we have industry experience to understand your needs.
Please get in touch to find out how our team can help your company prepare
for the regulator and investor led demands of climate change disclosure.

